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Numerous external forces – markets, fuel prices, environmental policy and other 
factors – impact market dynamics, both via price signals and impacts to the 
supply curve in any given jurisdiction. Moody’s Investors Service summarized the 
issues currently facing competitive retail markets in a November 2012 
publication1: “A triple-whammy of low natural gas prices, tepid volume growth 
expectations, and rising operating costs continues to compress the margins and 
weaken the cash flows of most of the unregulated power companies.” Moody’s 
goes on to point out that U.S. unregulated power companies have been 

struggling for about four years. 

One of the biggest game-changers in America’s energy industry today is the 
growing issue of gas-electric harmonization. As Environmental Protection Agency 
regulations have been implemented to reduce air emissions from electric 
generating stations, many of the nation’s baseload coal plants are being retired 
prematurely, and at an aggressive pace. Due to lower emissions and low market 
prices – in part brought about by the shale gas revolution – natural gas is 
becoming the country’s fuel of choice. However, serious disconnects between 
natural gas and electricity markets and infrastructure issues create challenges for 
the rapid conversion. The Federal Energy Regulatory Commission has an open 
docket on the subject, and continues to host technical conferences discussing 
the various speed bumps the industries face as they strive to come together in a 
way that benefits both. 

Additionally, the premature retirements are forecasted to create localized 
reliability issues as capacity declines. The North American Electric Reliability 
Corp. (NERC) projects such concerns both in the Midwest ISO footprint and in 
the PJM footprint – the two regional transmission organizations serving 
Michigan.2 

 

                                                        
1 Rising Rating Pressure for Investment-Grade Issuers as Spec-Grade Restructurings Move Center 

Stage, Moody’s Investors Service, November 9, 2012, p. 1. 

2 NERC Long Term Reliability Assessment 2012, p. 10 



 



 


